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3. Mobile device and operating system competition 


Key findings 


e Just over half of all mobile devices in the UK are iOS devices made by Apple, 
with the iPhone accounting for 75% of the £11.7 billion worth of smartphones 
shipped into the UK in 2021. Practically all other smartphones and many 
tablets come with Google’s Android operating system — creating an effective 
duopoly in operating systems. 


We have found that Apple and Google have substantial and entrenched market 
power in mobile operating systems as there is limited effective competition 
between the two and rivals face significant barriers to entry and expansion. 


Our findings of limited effective competition between Apple and Google are 
based on: 


- The supply of mobile devices and operating systems has segmented into 
broadly two groups — higher-priced and lower-priced devices. Apple’s iOS 
devices accounted for 77% of devices sold for over £300 in 2021 
whereas Android devices account for 100% of devices sold for £300 or 
less. 


Users rarely switch between iOS and Android devices — with material 
perceived barriers to switching such as losing the ability to connect to 
other personal smart devices. These concerns are higher among Apple 
users. 


Apple has been able to earn a return on capital employed on its devices 
that is well above any normal benchmark over the last five years. Google 
uses Android devices to support its highly profitable search advertising 
business and its increasingly important app store business. 


There are also significant barriers to entry and expansion — many of which 
would be very difficult to overcome. These include: 


- The need to achieve a critical mass of both users and app developers to 
succeed (ie indirect network effects). Even a new entrant using their own 
version of Android would struggle to attract users and app developers as 
they would not be able to provide access to Google’s core apps and 
APIs, which are important to the functioning of native Android apps. 


The difficulty in attracting third-party manufacturers to adopt a new 
operating system. Through its agreements with and payments to third- 
party manufacturers, Google effectively pays manufacturers to use its 
operating system and it would be very difficult for new entrants to 
replicate these payments. 


The perceived barriers to users switching away from their current mobile 
ecosystems would substantially limit the chances of a new entrant. 
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